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Excellency: 


In accordance with Section 660.11 of the Canada Shipping Act, the undersigned 
has the honour to lay before Your Excellency a report on the operations of Sections 660.1 
through 660.10 of the Act for the period of August 15, 1998 to August 15, 2000. 
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Dear Mr. Dhaliwal: 
I have the honour to submit to you the Report of the operations of Sections 660.1 
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Marine Oil Spill Preparedness and Response Regime 
Report to Parliament, 1998 — 2000 


Introduction 


This Report covers the operations of the Marine Oil Spill Preparedness and Response Regime 
for the period August 15, 1998 to August 15, 2000. The Canada Shipping Act (CSA) requires 
that the Minister of Fisheries and Oceans review the operations of sections 660.1 to 660.10 of 
the CSA (which establish the Regime) and report the results of this review to Parliament every 
two years. August 15, 1995 marks the proclamation of these sections of the CSA, hence August 
15" also defines the reporting period. ' 


The first Report to Parliament, submitted in 1996, provided a review of the Regime’s first year of 
operations. The second Report covered the period 1996 to 1998, focussing on the initial 
certification and fee-setting process, which had resulted in several objections and a lengthy 
resolution process. The current Report includes a focus on the review of the Regime governance 
issues that arose during the fees dispute. A thorough consultation process has resulted in a high 
level of industry approval for the proposed improvements to Regime governance as embodied in 
Bill C-35°, which is now before the House of Commons. This Report also provides the clause-by- 
clause review of sections 660.1 to 660.10 of the CSA, as required by the legislation. 


This Report to Parliament is submitted pursuant to Section 660.11 of the Canada Shipping Act. 


' The Act directs the Minister to report to each House of Parliament one year after the coming 
into force of the Canada Shipping Act, and every two years thereafter. 

* Although Bill C-35 had received First Reading during this reporting period, the Bill had not 
completed the parliamentary process prior to the dissolution of Parliament in October, 2000. 
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Historical perspective 


A decade of preparedness 


It has now been more than ten years since the events that triggered the development of 
Canada’s Marine Oil Spill Preparedness and Response Regime. The spills from the oil tankers 
Nestucca and Exxon Valdez, in 1988 and 1989 respectively, graphically demonstrated that 
Canada was ill-equipped to cope effectively with significant marine oil spills. 


News of these spills, the accompanying images of oil-soaked beaches, and the dawning 
understanding of the long-term environmental and economic consequences, created a public 
outcry. Canadians were demanding to know how this could have happened, and what would be 
done to insure against similar disasters occurring in the future. 


In 1989 the Government of Canada appointed the Public Review Panel on Tanker Safety and 
Marine Spills Response Capability, chaired by David Brander-Smith. The Panel’s report 
recommended across-the-board improvement of preparedness and response measures by all 
potential polluters. The Panel’s 1990 final report outlined a total of 107 measures. 


While the Panel was created primarily to investigate spills from tankers, the Brander-Smith 
report recognized that the smaller, more-frequent spills at land-based oil handing facilities 
(OHFs) were compounding the damage to the marine environment. From its inception, the 
Regime has required that both ships and designated OHFs prepare themselves in the event of a 
spill and contribute their share toward response readiness. 


Following the release of the Panel’s report, the federal government carried out extensive 
discussions with stakeholders on the potential methods for creating and funding improved 
response capability. 


A partnership between industry and government 


Throughout the process of developing the Regime it has been recognized that spill 
preparedness should be undertaken as a partnership between government and the private 
sector. The principle of polluter responsibility asserts that industry must be accountable for 
taking adequate preventative actions and for ensuring that effective response plans are in place. 
However, it is the obligation of the federal government to assure that the public interest is 
satisfied. 


The Regime was created during a period of increasing concern for the environment and 
decreasing departmental budgets. By the early 1990s user fees were becoming a standard 
practice for funding publicly administered services. A significant point of debate was whether the 
new system should be publicly or privately delivered. Private-sector interests argued that the 
costs of a publicly delivered system would be high. Their position was that a system funded and 
operated by the private sector could operate more efficiently and effectively. 


In 1991 the Canadian Petroleum Products Institute (CPPI) set up the Marine Environment 
Protection Plan (MEPP) Task Force. Working in concert with the government, the Task Force 
developed a regime model that would see industry operate and fund the operational elements of 
the preparedness regime. Under this model the government would maintain responsibility for the 
legislative and regulatory framework, including standards, overseeing and monitoring response 
activities, and enforcement. 
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MEPPs final recommendations were submitted to the Minister of Transport in 1993. They 
included an outline for a proposed preparedness corporate structure, financing arrangements 
and a fees formula for a new national response regime. These recommendations received the 
Minister’s support and form the basis of the preparedness regime that is in place today. 


Creating the legislative framework 


To create the legislative framework for this industry-government approach to marine oil spill 
preparedness and response it was necessary to amend the Canada Shipping Act. By 1993 
these amendments had been completed and introduced in the House of Commons. The 
amendments received parliamentary approval in June 1993, but were left unproclaimed until the 
necessary regulatory guidelines could be developed and approved. 


Over the course of the next two years the government, working with industry assistance and 
input, developed these regulations and guidelines. In August 1995 the regulations were 
approved by the Minister of Fisheries and Oceans? allowing the CSA amendments to be 
proclaimed. 


The unique Regime that was brought into being with the proclamation of the CSA amendments 
was a national preparedness and response system without a new national agency. 


The principle of polluter responsibility 


From the first discussions about creating the Regime, the fundamental principle of polluter 
responsibility has been recognized. Potential polluters have a legal responsibility, now 
entrenched in the Canada Shipping Act, to undertake preparedness measures and to pay for 
repairing or mitigating damage to the marine environment.* 


In brief, ships and designated oil handling facilities (OHFs) are required to have an arrangement 
in place with a government-certified response organization (RO). ROs are Canadian-based, 
private-sector organizations which must earn their certification by submitting response plans to 
the Canadian Coast Guard (CCG) demonstrating that they meet the requirements as set out in 
the regulations and standards. 


These mandatory arrangements between the potential polluters and the ROs provide the funding 
mechanism for the private sector to build and insure an adequate level of spill preparedness, 
including maintaining an adequate inventory of response equipment located in regions across 
Canada. 


Five response organizations were certified by CCG during October and November of 1995. 


The new Regime’s first challenge 


A system of fees was established to fund the preparedness activities of the ROs. Initially the 
fees were regional and were set based on the volume of oil shipped in a particular region. The 


° The transfer of the Canadian Coast Guard (CCG) from Transport to DFO was complete by this 
time; therefore the Minister of Fisheries and Oceans completed the process. 


* The specific legislated requirements pertaining to ships and oil handling facilities are reviewed 
in “Overview of the current Regime”. 
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power to collect these fees was delegated to the ROs. Under the regulations, the fees charged 
by the ROs are private contracts; they are a matter of government interest only if there is a 
dispute, in which case the Minister of Fisheries and Oceans must either approve or amend the 
disputed fee. 


In September 1995 the RO fees were published in the Canada Gazette for the first time, and 
were immediately disputed by 31 objectors. These objections were reviewed by an internal CCG 
advisory group, and referred to the ROs for resolution. However, this process did not resolve the 
dispute. In March 1996, the Minister appointed an Investigation Panel, to examine the fairness 
and equity of the proposed fees. 


The Investigation Panel reported in August 1996, with the fundamental finding that the proposed 
fee structure was unworkable and did not meet the fairness and equity criteria required by the 
CSA. The panel made 11 recommendations which, if implemented, would require a substantial 
revision to the statutory regime. 


The Panel’s report underlined a number of issues, including the need to examine both the 
Regime’s financing and governance. However, the Panel did not make any specific 
recommendations of the fees that were proposed by the ROs. Nevertheless, the Minister 
remained obliged by the CSA to either approve or amend the fees. 


The Panel’s investigation began when the Regime had been in effect for less than a year. Given 
that the system was new, innovative, and had been developed in consultation with industry, 
CCG decided to proceed with further review and consultations before considering major changes 
that would involve the repeal of existing legislation. 


As an interim measure, CCG commissioned a financial review of the cost structures of the ROs, 
which was completed in December 1997. In April 1998, the Minister of Fisheries and Oceans 
announced a decision to amend the fees proposed by the ROs, and to proceed with 
consultations to address the issues raised by the Investigation Panel. The amendments to the 
fees represented a 30-percent reduction to the proposed $30-million annual cost of the Regime 
to users. The amended fees were not challenged. 


The Minister's decision recognized that Canada was much better prepared to respond to a major 
oil spill than it was a decade ago; however, it also recognized that significant improvements were 
necessary to strengthen the Regime. This work has been the focus of the two years of this 
reporting period. 
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Historical milestones 


1988 — 1989 Major oil spills from the Nestucca (1988) and the Exxon Valdez (1989). 

1989 Prime Minister appoints Public Review Panel on Tanker Safety and Marine 
Spills Response Capacity. 

1991 Canadian Petroleum Products Institute (CPPI) sets up the Marine 
Environment Protection Plan (MEPP) Task Force for the purpose of 
developing a preparedness regime. 

1993 Amendments to the Canada Shipping Act (CSA) are introduced in the House 
of Commons. 


June 1993 Amendments receive parliamentary approval but are left unproclaimed until 
the necessary regulatory guidelines can be. developed and approved. 


June 1993 MEPP submits its final recommendations to the Minister of Transport. These 
recommendations form the basis of the preparedness regime. 


August 1995 The regulations and guidelines required to allow the CSA amendments to be 


proclaimed are approved by the Minister of Fisheries and Oceans. 


September 1995 Response organization (RO) fees are published in the Canada Gazette for the 
first time, and are immediately disputed (31 objections). 


November 1995 Five response organizations are certified by CCG during October and 
November. | 


March 1996 Minister of Fisheries and Oceans appoints an Investigation Panel, after the 
process developed by CCG and the ROs fails to resolve the fees dispute. 


August 1996 Investigation Panel reports its finding that the proposed fee structure is not 
workable. 


November 1996 CCG commissions a financial review of the cost structures of the ROs; the 
review is completed in December 1997. 


April 1998 Minister of Fisheries and Oceans announces decision to amend the fees 
proposed by the ROs (representing an average 30-percent reduction) and to 
proceed with consultations to address the issues raised by the Investigation 
Panel. 
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Review of the current regime 


Overview of the current Regime 


The industry-funded and -managed Marine Oil Spill Preparedness and Response Regime is a 
unique entity that was designed to ensure that the industry has the capability, under the 
leadership of the Canadian Coast Guard (CCG), to clean up its own spills. Under the Regime, 
industry is required to maintain a 10,000 tonne response capability, covering marine regions 
south of 60° N latitude in Canada. 


The Canada Shipping Act (CSA) requires that ships and designated oil-handling facilities (OHFs) 
have arrangements in place with a CCG-certified response organization (RO) to insure this 
10,000 tonne response capability. In addition, ships must have oil pollution emergency plans on 
board; and designated OHFs must have emergency plans as well as equipment and resources 
on-site to immediately contain and control a spill incident at the facility. 


As a complement to the industry Regime capability, CCG also maintains considerable 
preparedness capacity. CCG’s capacity serves as a safety net that can provide immediate 
response capability where required, as well as a response capability for offshore spills and spills 
north of 60° N latitude. 


With respect to the Regime itself, CCG is responsible for ensuring that ROs meet the standards 
set out in the regulations, and for monitoring the thoroughness of industry clean-up operations 
and the effectiveness of the regime. As part of its regulatory capacity, CCG ensures the 
adequacy of the planning standards and regulations. 


Legislative and regulatory structure 


Amendments to the Canada Shipping Act (1993) 


Canada’s Marine Oil Spill Preparedness and Response Regime is established in law by section 
660.1 through 660.11 of the Canada Shipping Act (CSA). It was the intention of the legislators 
to create a legislative framework to allow for the incorporation of evolving standards within 
regulations. This approach allows for regulatory changes to be effected in a timely manner 
without recourse to legislative amendments. 


While the amendments to the CSA were passed in 1993, they were left unproclaimed until the 
regulations could be developed and approved. These regulations were published in the Canada 
Gazette, Part Il, on August 15, 1995. 


As announced by the Minister in the April 1998 fees decision,° a comprehensive review of the 
financing and governance of the Regime has been undertaken during the period of this report. 
This process has lead to the proposed amendments to the CSA that are now before the House 
of Commons in the form of Bill C-35. Regime governance review is discussed in the following 
section of this report. 


Standards — Section 660.6, 660.7 & 660.8 


Since the publication of the RO Standards and the OHF Standards in 1995, only the RO 
Standards have been modified. This change, which was approved and published in 1998, 


5 See “The new Regime's first challenge”. 
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reflects the de-designation of Nanticoke, Ontario as a designated port and the creation of a new 
Enhanced Area of Response (ERA), Niagara/Welland for that region of the country. 


Regulations — Section 660.9 


Since the establishment of the regime in 1995, no new regulations have been introduce. 


Requirements for ships and OHFs 


Ships — Section 660.2(2) 


Under the legislation, ships are defined as oil tankers of 150 or more tons gross tonnage and 
any ship of 400 or more tons gross tonnage that carries oil as cargo or as fuel. Ships conducting 
business in Canadian waters south of 60° N latitude are required to have an arrangement, for 
which they pay fees, with a certified RO. They are also required to have on board a shipboard oil 
pollution emergency plan and a declaration which identifies the ship’s insurer, confirms the 
existence of an arrangement with a certified response organization, and identifies every 
individual authorized to invoke both the arrangement and the shipboard oil pollution emergency 
plan. 


Approximately 4,000 active arrangements are currently in place between ships and one or more 
of the four certified ROs, depending on their area of operation. As a matter of course, CCG’s 
Marine Communication and Traffic Service operators question a ship with respect to an 
arrangement as it enters Canadian waters south of 60° N latitude. Transport Canada’s port state 
surveyors inspect ships on a sample basis for compliance with a range of safety requirements, 
including the requirement to have an arrangement. No charges have been laid under this 
provision. 


The ongoing issue with respect to multiple regime requirements In the Strait of Juan de Fuca 
remains unresolved; however, the Washington State Marine Cooperative continues to waive the 
pre-transit fees associated with the requirement for vessels transiting state waters to file a 
response plan or pay their fees. The Department of Fisheries and Oceans continues work with 
interested parties to resolve this issue. 


Oil Handling Facilities — Section 660.2(4) 


Under the existing standards, any facility which loads or unloads oil (as fuel or as cargo) to or 
from a ship, at a transfer rate of 150 cubic metres per hour or more, can be designated as an 
OHF. Pursuant to subsection 660.2(8) of the CSA, the names of designated facilities are 
published in the Canada Gazette. 


Section 660.2(4) requires that designated OHFs have an arrangement, for which they pay fees, 
with a certified RO. In addition, OHFs must have an oil pollution emergency plan in place to 
respond immediately to an incident. Also required is an on-site declaration that describes the 
manner in which the operator will comply with the regulations, confirms that an arrangement with 
an RO is in place and identifies every individual authorized to invoke both the arrangement and 
the oil pollution emergency plan. 


As of July 31, 2000, 178 of 334 designated OHFs (south of 60° N latitude), which load or unload 
oil from vessels in Canadian waters, have an arrangement with a certified RO. Most of those still 
without an arrangement are small logging camps on the west coast. Concurrent with a review of 
the designation criteria, DFO is proceeding with designating additional facilities and CCG 
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Pollution Prevention Officers across the country are visiting all designated facilities to ensure that 
the required arrangements and emergency plans are in place. Since the creation of this regime 
in 1995, no OHF has been charged with failing to comply with the regulations. 


Under Section 660.3 of the CSA, both ships and designated OHFs are required to take 
reasonable measures to implement their oil pollution emergency plans in the event of an oil spill. 


Requirements for ROs 


RO certification (Section 660.4 & 660.5) 


Section 660.4 describes the process for issuing a certificate of designation to an RO. In order to 
obtain certification, ROs must submit a response plan to CCG demonstrating that they meet the 
requirements as set out in the regulations and standards (i.e. a 10,000 tonne oil spill response 
capability and providing coverage in all Canadian waters, south of 60° N latitude). ROs are 
certified for a three-year period. 


Between October and November 1995, five ROs applied for certification. The following five 
organizations met the requirements and were certified by CCG, for a three-year period: 


Western Canada Marine Response Corporation (WCMRC), covering primarily the Pacific 
coast, was first certified on October 3, 1995. 


Great Lakes Response Corporation (GLRC), covering primarily the Great Lakes, was certified 
on November 1, 1995. 


Eastern Canada Response Corporation (ECRC), covering primarily the St. Lawrence and the 
Atlantic coast, was first certified on November 9, 1995. 


Atlantic Emergency Response Team ("Alert") Inc., covering primarily the area surrounding 
the Port of Saint John, New Brunswick, was first certified on November 9, 1995 (Alert’s 10,000 
tonne capability is achieved through a mutual aid agreement with ECRC). 


Point Tupper Marine Services (PTMS), covering primarily the area of Port Hawkesbury, Nova 
Scotia, was first certified on November 9, 1995 (PTMS’ 10,000 tonne capability is achieved 
through a mutual aid agreement with ECRC). 


In 1998 all ROs certified for the period 1995 to 1998 filed for certification for the period 1998 to 
2001. CCG completed a review of each RO’s application documents to ensure conformity to the 
regulations respecting the procedures, equipment and resources for use with respect to a spill of 
a specified quantity of oil in the geographic area for which they were requesting certification. All 
ROs received certification for another three-year period. 


Effective January 1, 1999, ECRC and GLRC amalgamated into one company called the Eastern 
Canada Response Corporation Limited (ECRC). This corporation covers three regions: Great 
Lakes Region, Quebec Region and Atlantic Region. The Geographic Area of Response (GAR) 
for ECRC covers the waters south of 60° latitude for all the provinces of Canada with the 
exception of British Columbia, the port of Saint Jonn, New Brunswick, and Point Tupper, Nova 
Scotia and their associated Primary Area of Response (PAR). ECRC’s GAR includes (but is not 
limited to): 
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St. Lawrence River 

Gulf of St. Lawrence and coastal waters of Atlantic Canada 
James Bay 

Hudson Bay 

Ungava Bay 

Canadian Great Lakes system and connecting channels 
Lake Winnipeg 

Athabasca River from Fort McMurray to Lake Athabasca 
Lake Athabasca 


During this reporting period, no certificate has been revoked pursuant to Section 660.5 of the 
CSA. 


RO capability to meet the arrangements required by ships and OHFs 


Under Sections 660.2(b) and 660.4(b), ships and OHFs are required to have an arrangement 
with a certified RO. ROs receive certification from CCG following a review of the response plan 
submitted as part of their application. The response plan provides detailed information on the 
RO’s procedures, equipment and resources to meet the tiered response capabilities set out in 
Section 2 of the Response Organization Standards which specify the time within which an RO 
must respond to a spill of a specified quantity, as set out below: 


TIERS 


The standards also set out the number of metres of shoreline to be treated each day during a 
response operation and the number of days required to complete on-water recovery operations. 


Among other things, the ROs’ response plans must describe: 


e the training provided to employees and volunteers who might be used to respond at short 
notice to an oil spill; 


e the oil spill exercise program established to evaluate the effectiveness of all aspects of the 
procedures, equipment and resources that are identified in the plan, including exercises to 
be coordinated with ships, oil handling facilities or the Canadian Coast Guard; 


e alist of the equipment for scaring off birds from an oil spill location and of the measures 
available in support of the wildlife rehabilitation activities of other parties; and, 


e the measures they will take, in response to an oil spill, to protect and treat areas of 
environmental sensitivities within the affected operating environment. 
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The Canadian Coast Guard is in the process of conducting a national review of the combined 
industry and government marine spill response capacity, with the ultimate aim of increasing the 
coverage provided by the Regime through the elimination of gaps and duplication of response 
coverage.° Clearer guidelines for the certification process, interpretation of standards, and 
exercising requirements will be developed to ensure greater consistency and a higher level of 
preparedness across the country. 


Regional Advisory Councils 


In 1995, pursuant to Section 660.10 of the CSA, the Commissioner of the Coast Guard 
established six Regional Advisory Councils (RACs) representing the different marine regions 
across the country: Pacific, Arctic, Central (covering the Great Lakes), Laurentian (covering the 
St. Lawrence), Maritimes, and Newfoundland. Members, appointed by the Commissioner, are 
intended to represent a broad range of interests from both the industry as well as the general 
public. 


Under the current Regime, RACs may make recommendations to the Commissioner of the 
CCG, the Minister of Fisheries and Oceans, the Standing Committee on Fisheries and Oceans 
and the Standing Committee on the Environment on matters affecting the Regime and on policy 
issues affecting regional preparedness and response. They can request information from both 
CCG and the ROs on equipment placement, plans, resources, costs, training, exercises, or 
reviews undertaken of response operations. 


The RACs played an important role in the governance review process undertaken during this 
reporting period. They were consulted by CCG as it developed the discussion paper on 
governance issues aimed at strengthening the management of the regime. And, they played a 
primary role in the consultation process that led from the discussion paper to the proposed 
amendments to the CSA now before the House of Commons. 


The role and membership of the RACs themselves was a significant part of CCG’s review of 
Regime governance. As part of a renewed Regime, the RACs will have a strengthened role as a 
mechanism for ensuring public accountability. This is discussed in more detail in the following 
section. 


® See “Regime Activities: 1998-2000, Capacity Review”. 
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Renewing the regime 


Raising governance issues 


An Investigation Panel was appointed by the Minister in 1996 to investigate the fairness and 
equity of the fees initially proposed by the Response Organizations (ROs). The Panel’s mandate 
was later broadened to encompass all issues with a bearing on the fees, including the Regime’s 
governance structures. 


In its final report, the Panel concluded that ensuring oil spill response capability in Canada must 
always be the sole responsibility of the Government of Canada. In the opinion of the Panel, 
delegating the fee collection system to those who would provide the response capability created 
a monopolistic utility without sufficient regulatory safeguards. The Panel found that fundamental 
changes to the Regime financing and governance were required, and made 11 
recommendations aimed at re-establishing the Canadian Coast Guard’s (CCG’s) principal role. 


The government agreed with the Panel’s finding that stronger and more effective governance of 
the Regime was necessary. However, the newly established Regime had been developed in 
close co-operation with industry, and the government was reluctant to consider fundamental 
changes without further review and consultations. In 1998 the Minister announced the amended 
RO fees, along with a comprehensive review of the financing and governance of the Regime. 


The consultation process 


Addressing the financial issues 


Consultations aimed at addressing the financial issues associated with the Regime were carried 
out in 1998 and are discussed in more detail in the previous Report to Parliament. The 
consultations brought together shareholders who had invested in the regime, users who pay the 
fees, and the ROs who provide the preparedness capacity and levy the fees, to resolve these 
issues amongst themselves. The consultations were primarily aimed at achieving consensus on 
a fee formula and standards for transparency, and recommending a speedier process for 
resolving fee-related issues. Substantial progress was made during the initial meetings and 
subsequent discussions among participants. 


As a result of this open process, the Regime is now stable. There is co-operation among 
stakeholders, and ROs proposing fees are respecting the spirit of the proposed legislative and 
regulatory measures now before Parliament. The last three fee proposals from ROs have not 
received objection. 


Regime governance review 


The first step in the review of the Regime’s governance was the development and publication a 
CCG discussion paper.’ The proposals outlined the Department’s proposals to address the 
governance issues associated with the Regime. The proposals built on the structures and 
principles of the existing Regime, with the aim of addressing the recognized deficiencies through 
some regulatory change, a stronger accountability structure, and clear management guidelines. 


7 Proposed Adjustments to the Governance of Canada’s Marine Oil Spill Preparedness and Response 
Regime, Fisheries and Oceans Canada, Coast Guard, December 1998. 
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The Investigation Panel report called for a clearer and stronger role for CCG in directing and 
managing the Regime, including the establishment of a new National Spill Response Agency. 
The discussion paper rejected this recommendation in favour of a proposed governance 
structure more in line with the spirit of the existing legislation, with the aim of continuing to foster 
a co-operative relationship between government and industry while providing full public 
accountability. 


Stakeholder consultations were held following the publication of the discussion paper. CCG 
engaged Consulting and Audit Canada (CAC) to provide an independent overview of the results 
of the governance consultations. CAC’s report found that the proposed adjustments did address 
the issues that had sparked the 1995 fees dispute, would improve the Regime’s public 
accountability structure, and would lead to a more integrated national system of preparedness 
and response. The report also concluded that the governance proposals were broadly supported 
by most stakeholders. CAC recommended adopting several of the suggestions made by 
industry, which are reflected in the revised governance structure proposed in amendments to the 
Canada Shipping Act (CSA) now before Parliament. 


The revised Regime governance structure 


On March 31, 2000 the Minister of Fisheries and Oceans announced that the government would 
implement improvements to the Regime. The new governance structure will include the following 
components: 


Response Organization User Committees 


Following stakeholder comments, and with membership drawn from those who pay response 
organization fees, these Committees will review, but not approve fees. These Committees will 
assess response organization fees, and fee proposals against a fees formula, and standards of 
financial accountability and transparency to be set out in regulations. After the User Committee 
review, any interested party may still object to the proposed fees within 30 days of their 
publication in the Canada Gazette. The new CSA amendments will require the establishment of 
these committees, and permit the enactment of regulations. 


Regional Advisory Councils 


Six Regional Advisory Councils (RACs) currently exist.° Established by the Coast Guard 
Commissioner, pursuant to the CSA, these Councils have a mandate to comment upon, but not 
direct, regional preparedness. The new CSA amendments will make these Councils more 
representative of communities and interests that could be affected by an oil spill. 


National Advisory Council 


With a mandate to ensure Canada is prepared to respond to a major oil spill, it is proposed this 
Council meet regularly to review national issues of preparedness and response. Chaired by 
CCG, membership will consist of the president of each Regional Advisory Council and User 
Committee, a representative from Environment Canada, Transport Canada and Natural 
Resources Canada, and should they choose, the Administrator of the Ship-source Oil Pollution 
Fund, Canada’s domestic oil spill compensation claims fund. Following stakeholder comments, a 


8 See “Review of the current Regime”. 
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seat has been set aside for a response organization representative. No amendments to the 
Canada Shipping Act are required to establish this Council. 


Bill C-35 — An Act respecting shipping and navigation 


Bill C-35 — An Act respecting shipping and navigation (also known as The Canada Shipping Act 
2000) received first reading in the House of Commons on June 8, 2000. The sections 
establishing the Regime are found in Part 8: Pollution Prevention and Response — Department 
of Fisheries and Oceans, sections 167 through 175. The proposed legislation includes the 
requirements for vessels (169) and oil handling facilities (170). The sections establishing the 
legal framework for response organizations (171 to 173) have been revised to incorporate a 
streamlined and clarified response organization fee proposal process. Section 174 addresses 
the establishment and functioning of advisory councils. The requirement for a Report to 
Parliament (175) has been revised from every two years to every five years. 


The Canada Shipping Act 2000 will not impact technical standards for oil handling facilities, or 
response organization’s in advance of the next response organization certification process, 
slated for the Fall of 2001. However, CCG continuously reviews the adequacy of existing 
standards against the current Canada Shipping Act authorities, and may propose changes on a 
separate time line. 


Governance consultation milestones 
April 1998 Minister of Fisheries and Oceans announces consultations to address the 
regime governance issues raised by the Investigation Panel. 


June 1998 Stakeholder consultations aimed at addressing the financial issues of the 
regime are held in Toronto. 


December 1998 CCG publishes a discussion paper, Proposed Amendments to the 


Governance of Canada’s Marine Oil Spill Preparedness Regime. 


September 1999 CCG publishes a report on the stakeholder consultations on the proposed 
governance amendments. 


March 2000 Minister announces improvements to the preparedness and response regime. 


June 2000 Bill C-35, An Act respecting shipping and navigation, receives first reading in 
the House of Commons. 
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Regime activities: 1998 — 2000 
Summary of Response Organization activities 


Western Canada Marine Response Corporation 


Western Canada Marine Response Corporation (WCMRC) primarily covers Canada’s Pacific 
Coast. WCMRC responded to 20 spill incidents in 1998; 22 in 1999. Training was provided to 
524 individuals in 1988; 459 in 1999. 


WCMRC is the sponsoring organization for the British Columbia Society for Oiled Wildlife. The 
RO works closely with the Society on community-centred activities, such as training sessions to 
help communities prepare for the possibility of an oil spill with wildlife impacts. 


Eastern Canada Response Corporation (including GLRC) 


Eastern Canada Response Corporation (ECRC) primarily covers Canada’s interior waterways, 
the St. Lawrence and the Atlantic coast. ECRC responded to 18 spill incidents in 1998; 21 in 
1999. Training was provided to 597 individuals in 1988; 504 in 1999 (the 1998 figure includes the 
support of wildlife training for 115 volunteers). 


Atlantic Emergency Response Team 


Atlantic Emergency Response Team ("Alert") Inc. primarily covers the area surrounding the Port 
of Saint John, New Brunswick (the Bay of Fundy). Over the past two years, 12 Alert personnel 
have received Shoreline Clean-up and Assessment Techniques (SCAT) training, with additional 
courses obtained through CCG College. Since January 1999 Alert initiated and trained 18 
Emergency Response Team members. In April 2000, 17 members of the OHF in Saint John 
received intensive training. 


Alert has supported and co-ordinated courses with New Brunswick Community College St. 
Andrews. In 1998 students completed a total of 129 courses through this program; in 1999 
students completed a further 24 courses. 


Alert has founded and supports the Community Action Partnership Program. Under this 
program, the Wildlife Response Resource Guide was completed in July 2000. The Program 
funds and supports community activities to protect the environment. 


Point Tupper Marine Services 


Point Tupper Marine Services (PTMS) primarily covers the area of Port Hawkesbury, Nova 
Scotia. Over the past two years PTMS has responded to two spill incidents. PTMS has 
developed a training program that identifies the level and scope of training required for both full- 
time and contractual employees. 


PTMS provides training for support of wildlife activities through a contractual arrangement with 
ECRC. 


All ROs maintain equipment inventories in keeping with the terms of their certification. 
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Capacity Review 


One of the issues emerging from the governance review process was the need to examine the 
response capacity of both CCG and the ROs, with a view to identifying gaps and overlaps in 
preparedness. In the fall of 1999, Coast Guard Management Board initiated the Capacity Review 
Project. Phase 1 of the Project, a technical assessment, was begun in November 1999. 


The objectives of the Project include: 


e Updating previous work on the risk of major spills, and confirming the required response 
capacity (by region and nationally); 


e Reviewing equipment inventories and facilities (CCG and ROs), and developing a long-term 
capital plan for maintaining required CCG response capacity; and 


e Identifying gaps and overlaps in spill preparedness and response capacity (regionally and 
nationally, including both CCG and ROs), and considering options to cover any gaps. 


The Project Team's Report was submitted in June 2000.° The following are highlights from the 
Report's findings: 


The probability of a major spill (Tier 4 — 10,000 tonnes or more) in Canada is one in seven years. 


There was a 10 percent increase in the total volume of oil loaded and unloaded in Canadian 
ports during the five years from 1993 to 1998 (72 million tonnes, up from 65 million tonnes). 
There is potential for a 30 million tonne increase in oil movements on the East Coast (primarily 
related to increased off-shore production). 


Inventory assessment identified the purchase value of the CCG response inventory as $65 
million, and the replacement cost at $91 million. An inventory reduction of $10 to 20 million 
without reducing capacity should be obtainable, and improved inventory management should 
result in additional cost savings. The long-term capital plan assessment found that an annual re- 
investment rate of $3 to 4 million is required to maintain CCG capacity. 


The following table summarizes the findings regarding gaps and overlaps in response capacity: 


° Marine Spill Response Regime — Capacity Review, Phase 1 Draft Report — An assessment of the 
combined industry and government marine spill response capacity, Department of Fisheries and Oceans, 
Canadian Coast Guard, June 2000. 
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National Assessment of Response Coverage 
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Phase 2 of the Capacity Review Project, stakeholder consultation, is currently underway. 
Following the consultation period, the project team will draft its final report to CCG Management 
Board as the third and final phase of the project. The recommendations and actions arising from 
Capacity Review will be included in the next report to Parliament. 
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The view forward 


The next steps for Canada’s Marine Oil Spill Preparedness and Response Regime are in some 
respects tied to the legislative timetable as the passage of Bill C-35 is awaited. However, work 
toward the implementation of the governance reforms is already progressing as stakeholders 
have agreed to adhere to the spirit of the proposed amendments. It must be emphasized that 
while preliminary work and discussions will begin on all items, formal consultations and 
enactment of items that are contingent on legislative amendment will have to await final passage 
of the Canada Shipping Act 2000. 


Next Steps 


As the implementation of the new governance structure proceeds, CCG is planning to take a 
number of next steps with regard to the Regime. 


CCG will develop two new key strategic planning documents to support the work of the new 
National Advisory Council (NAC) and the Regional Advisory Councils (RACs): an annual regional 
operational overview for presentation to each RAC; and a national three-year rolling strategic 
plan for the National Advisory Council. The latter will bring together the aggregate of regional 
planning, and set-out national priorities for CCG and the Regime. CCG also plans to initiate 
development of Terms of Reference for the National Advisory Council, and update the RAC 
Terms of Reference, as required. 


Work will also continue with Environment Canada to better define the range of issues and 
responsibilities associated with developing stronger wildlife protection regulations for response 
organization certification, and to consult with industry on these to be developed regulations. 


CCG’s Capacity Review (described above in “Regime Activities”) will continue. The findings of 
this review will be shared with the RACs and the National Advisory Council, and their advice and 
guidance will be sought on the appropriate course of action to be taken. 


Finally, the Consulting and Audit Canada report’s Regulation Guidance Document (Annex D) will 
be used as a basis for consultations with industry to develop financial regulations and processes 
respecting response organization fees following the passage of Canada Shipping Act 2000. 


Conclusion: A sound foundation on which to build 


The passage of Bill C-35 and implementing the new governance structure will improve the 
Regime’s ability to manage its affairs, while integrating it further into Canada’s national system of 
preparedness and response. The steps taken during the period of this report, and the work that 
will follow upon the passage of Bill C-35, serve to clarify accountability and confirm the Regime 
as a long-term provider of protection to Canada’s marine environment. 


It is clear that Canada’s environment enjoys a greatly improved level of protection against the 
danger of marine oil spills, compared to the situation of ten years ago. While not without growing 
pains, the process of developing this industry-funded and -operated system of spill 
preparedness and response has forged a strong government-industry alliance in the interest of 
environmental protection. 


The proclamation of CSA 2000 will provide the Regime with a solid yet flexible legislative and 
regulatory framework that has a high level of approval among stakeholders. It is a sound 
foundation upon which to build as Canada continues striving to enhance the protection of our 
marine environment. 
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Annex 2 — RO fees table 
Eastern Canada Response Corporation Ltd. 


Registration Fee 


Applicable To 


ithin the Geographic Area of 
$450 per OHF Response of Eastern Canada 
$450 per Ship 


Response Corporation (GAR). 
$750 per Ship 


iMember — Oil Handling Facility 
(OHF) 
All regional areas 


Applicable to a ship that 
navigates or engages ina 
marine activity within a 500- 
kilometer radius from its home 
port and within ECRC’s GAR. 
pplicable to a ship that 
navigates or engages in a 
marine activity: 

a) Beyond a 500 kilometer 
radius from its home port, and 
ithin ECRC’s GAR, ALERT’s 
GAR or PTMS’s GAR; or 

b) from a port not within 
ECRC’s GAR and within 
ECRC’s GAR, ALERT’s GAR or 
PTMS’s GAR. 


Member - Ship Bulk Oil and 
Ship Non-Bulk Oil 


RS 


Member - Ship Bulk Oil and 
Ship Non-Bulk Oil 


D 


Bulk Oil Cargo Fee (BOCF) 


Applicable Area [Period 


Product 


Oil other than Asphalt 
Asphalt 


BOCF Rate 


1.80 ¢ per tonne 
10.90 ¢ per tonne 


37.50 ¢ per tonne 
18.75 ¢ per tonne 


61.00 ¢ per tonne 
30.50 ¢ per tonne 


81.00 ¢ per tonne 


Oil other than Asphalt 
Asphalt 40.50 ¢ per tonne 
Oil other than Asphalt 11.35 ¢ per tonne 
1 Asphalt 5.70 ¢ per tonne 
From January 1, 2000 Oil other than Asphalt 12.50 ¢ per tonne 
Asphalt 6.25 ¢ per tonne 
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Annex 2 — RO fees table 
Western Canada Marine Response Corporation 


Registration Fee 


Applicable To 


Member — Oil Handling Facility ithin the Geographic Area of 
(OHF) eon Pololal Response of WCMRC (GAR). 


Applicable to a ship that 
$450 per Ship 


navigates or engages ina 
Bulk Oil Cargo Fee (BOCF 


marine activity within WCMRC’s 
Product BOCF Rate 


GAR. 
From February 1, 2000 Oil other than Asphalt $0.888 per tonne | 
Asphalt $0.444 per tonne 


Member - Ship Bulk Oil and 
Ship Non-Bulk Oil 
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